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ARGUMENT

Before the Railroad Commis-
sion

¬

of Texas on a Hearing

BEFORE FIXING THE RATES

Of J W Terry Attorney for the Gulf Colorado

and Santa Ee Railway Company

TrTas Ilecelvinir in the Aggregate Cheaper
Ituilioail Transportation Than in

Any Mate or Country of
the Worlil

Note The contents luicof were in tjpe-
b or the tariffs pioposed by the coiiimis-
e for consideration of the railwavs on
August a and 0 weie received xvlnch ac-

counts
¬

for the fact that there is no lefei-
enco herein to such tariffs

om co rviii
Are the IrCMnl Itaiviaj Katei or leiai-

h t Whole rrnreuiotnblc
The commission cannot constitutionally

est ihiish a tariff of rates winch will de-

ji vo the rauvaj companies of the power
ci iiung their operating expense inter

jn bonds legaj issued and some di
enl on their stock

i A N A ii v Co vs Dey 35 Federal
porter SCO

A tix Co x s State Supremo Court
oi I orda 37 A i K K H cases 57-

t A Ac St Paul Ryxs State ot Alinne-
s i u s 4j-

imttpols etc Ry s Stale 111 U-

s
ime

i

vs Fanners Ixian and Trust Com
0U N sor-

s also opinion of Justice Miller 134 U-
s j7

11 rale will lie the same though some of-

Ik ks ma have been sold below par
they wen purcliased in good faith

e ha iug authorized tho railway
i lj is in i e and sell bond1 and to H-

a ef inlrest without limiting the
v ha li te In iks should be sold in-

thorieu the railxvay companies to-

t Iniuis in good faith at am price-
s ev i run obtain It isawcllkimun-

t i bonus of the trovoriiiiiont of the
e states the lepublic ot lexas the

i i i ij i> ami tjiiousothtrstatesiho-
ii r aio rtiie of AinerKa and many

en countries Iiaxe at different time
ill the malki us oi the roilct bi on-

y i is uu northing the issuance and-
o i is iiiiu abscii eof ani sjiccifie-

a 1n the pine haxe uiiifoinih-
n i 11 iieu ami u tell ot m the commci-

v i as aulhonmg the sale of the
Is uch pi i as t noj xvouid bring in-

ii t though Ik low par In iev of-
i i 1 miv ii facts of historj there can

in lit tha theejislit uro of the state
Li s In iiuli riing ti sale of bunds-
ihe raiiwax onpiiiics without fixing a-

e amm limit on the pi ice autlionctl-
ii sale in proud faith below i ar and the

ii of the laic vus thorebj pledged tothe-
ii haser hit the siite would not b any
nf of hers Iepne the railway conipaiiv-

i i he powc r of e iiinng money to pay mte-
ic oil

TIIE FA I VALCC OF THE EONDS
he so icn arks ar not ii Tended as an in-

tt i ion th it an considerable portion of-
iailu4 bonds of TV xas have been sold
u par but n cely for tne pmpose of-

rlj stiiiij tho enstitatiouil lmit on-
iower of the commission In x low of-

s i onstit ationil limit on the power of the
< ii i iss on ami of the fact thateven in ttio-
u i hv ol such ami the people of Texas
1 never < ressed the desne and it is-

le intent ion of the lav under whuh-
i mini ion was oiLanized or of the
imissionershat th raiivvav companies

i d he it pii ed of the porter of earning
f ent revenue to meet their legal obii-

C ns and jiii a liir iliijcii on the aet-
iiistritnt of tho stockholders one ct-

mi st n ipmant questions to oc elet-
tilln lbe commission nefore it m dor-
s the task imposed b he lav lixinj-

ii h rates for the railways in Texis is
her th fioiaht rales at the present

e in tne agiricsate are too IiiKh m-

i uois whether the railway wmni-
es cf Tcns ie tiMta eolectnjr more

I uiic in the asyripate flora tho people
i i eiasliau tliex ale u law and ou-

ce i milled to i oleit If as a v lioi-
Cpresn rles jield a highei levenue to-

uiway Luiunaiiu Shii tliej ought to-
o llp ci mmiiaiju could either make

a a osoutai reduction or utilize the fact b-

alZn any inequalities wuich they ma-
i to pvist b redui up the rates on some
imodlies oi transportation and allow ins
i tu ririaip as th now are ou olitis-

on the o hei hai d it is found that the
ii uaj companies of the statu are not col-

ig as liimh iee ie froui the people of-

tsaslhe ate entitled to recene the
MUS1in wh u ior tne put piso of eiuil-

i tie make a ivJucion on srnc ar-
e o for sonie t istance which wdl ciusc

action ai i euue should in common
e to I he railways make an-
ce in the rate on some

no or for some distanto which
i equalie he reitiutioti caused b the

lease and if jou would rcaih a plane
act just tee to all you should so ar-

ri the rates uy uii roase or othcrw isc in-

h a degi ce as to at cord to the iuilwa-
i lames the evut iecnue which they

ak i ntiti rn to itrcrn r-

ii he commission is alreadv satislied as it-

i eeied oii oatrht lo be from the ei-
ii e presented bj the courts of the iour-

ooth redcril and state that the pies
mi s in the ntrgrtgale do not prodmei-

i in ch i enue as the railwaj companies
i iit tlWl to rei eivc it will be a useless
siiinpltoii of time to make any further

i in out if the commission is not now
f iti> rid 1 w ill undertake to present the
i ol the coitipai w huh I direct j lepie-
i and nicidei tal of other companies in-

sjte
i s issume1 as axiomatic that if railwae-

l es in p i erd in tho aggregate do not
i o a g ealer tevenue thanlie railwav-
i iUi ies are JW1 entitled to teccive-
t a such rtilwa rates in geneid and m-

ugri gate aie not too Inirh unless u-

i e shown that ox smh lvductions on-

i i un aiues fie loiume of traffic will be-

i creased as ociercomo the difleiencc
may appear a startling statement but

i s tlu loicst ci tntction or manj railroad
< en in the slste founded ou suih in-

at ion as ine hae been able to give
i biect that now and for seeral jears-

II lonuitons beng oonsidutvu the
I o of Texas are receiving and have ic-

e ed m the as rcgate cheaper rulioad
1 Asportation than anj slate or cout r o
1 i vorH ltwiU probably beili-
t is Ikvii that conditions are m-

r i in Texas aim certain of In the
S lcru staes and hence a uss of-

i i anson and lor proof of the claim
a e s aed we will compare the rates
u connitio is of Texas with the rates and

ininns of sach other states For the
nose of comiarsoii of rates in the ag-

p u ic we will select the state of Gcor-
g i which lias tor secal jcars been under
t e i rismction o a lommusion having

i tcvimatcly the powers of our commis-
s and whuh has been named as a state
v h uid justice to the people and the rail
w comiunies and which has been more
fieijentlv ix lerred to by public men of-

i in connection with Tex s raes than
a mherstates see Tables A 1

or the j ear Is5s tho earning i i oi per
r e of ill the roads which ic o iie
1 eie asloilows-

CrOnGH nMLKOA-
r oval and Augusta ltail o l-

lif ri Hiilroau and Ilankmg-
i urg 020S-

lJo o al and West Carplra j Oi7-
I a rtulroia iLd 15akin 01US-

f mi ii loridi and estei iv 01TU5
3 Tmrtsstie irjmla and t a

0097-
Jm i Carol Kulniv compj OIM
1 steu audMiuta ailuav ecuriauy 00-

Mit As l Vll IOMls
Inernational and oreat Northera Ilall-

w j L0inpan OIK-

Kcrt Worth ard Denier City Ruilway 011X1

Tens ana rclilo Hallway company 0133

nuir Colorado anil Hita Te Kail av Co 010-
7sinrhern I irHr ttjnilc srsiem 011K-
s Louis vrkaiss ana Jexas J atiii-

compi Olit-
Jl s otin Kansas mil IVvrts fldtiivaj 0M9

We beine able furnishregret not to a-

eomjur son for lsMi but the puo iiaiioiis
which will gie the statistics for Is have
no jet been issued and we have been able
to obtain figures from onU one Georgia
railroad

The ligtiros m tho Georiria table are all
taken ficm Poor a Manual for lsno e-

eral of the Georgia roads do not report
their freight earnings separately and tnev
ate armed at by Multipljing the tons ear-
ned

¬

one mile bj the ton mile rate
The rhgures in the Texas table are taken

from Poor s Mauua 1 with the exception of
the tonr tre reports of the Tot t Worth and
Denier Citj the Gulf Colorado and Santa
retheInternationil and Great rCorthem
and the Houston and Tevas Central rail
wav which weie obtained from the audi
tots of those roads 1 he taoles mclude ail
of the roans of coh stale whose tunic sta-
tistics

¬

hae been compiled Tnete are a
number ot rotals iu ea n state which do not
compile trallic statistics but as u tule
the aie shoit and unimpoitaut lines

IheTexus tau e includes the miieage of
the Alisouri Kansas and Tea = bejond the
state Omitting tho Missouri Kansas and
Texas the net citangs per mile of the
Texas roads w ere 577 Is As the Missouri
Kansas and Texas for the ear endiiig Oc-

tober
¬

BO 1 JO earned a million dollars more
on its ss miles out of the state than on its

KM miles in the state see Texas Comptrol-
ler

¬

s report p llsjit is apparent that the
earnings per mile of the Missouri Kansas
and Texas lines in Texas were greatlv less
than those of its lines bevond the s ate It-

is bcliced that iie earnincs of its Texas
lines will not matenalij exceed the average
earnings per mile of the other Texas roads
If this assumption is i on eat and it is cer-
tainly

¬

app oximateU so the aieiage net
earnings per mile of the Tevas roads were

s77 s as against SlliiJt of the Georgi i
roads It is probable however that the
earnings of th portion of the Georgia roads

tsituated in that state exceed fllsi 40 per

H art

m

ap

A rari net arnings cnnile vt b total net of all companies
In total mdengorall lompiniesi

mile armed by dhlding total fieght Larritir sol all comp-
aineiv uumbiruf tons one mile In all 01

Deficit ol
both taoles the the in of them

J uue othei s December 11

TATTLE H IfM

lTlfsl

Xet-
Karmngs

S SlOuViO-
OUJDK0

CT 00
707 Vil 00-

KSrlt 7-

V 1 xM-
1SI1H0 7I-

k S CO-

7W stjS tt

W svtlOl

iciwGo

Sa N HOf1
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Atcrago mile at dividing total net earnings lompanies-
b total nub agi

p trle iirmed at bj of all
liui ies ens tarried mile all 011-

0Detlcit topa opeiating

mile for the rason that Gcoitria is reputed
to be mcro piosicious han the other states
into which the Georgia lines extend and
hence he tonnage on the lines in Georgia
was probablj heavier and the net earnings
per inilc proportionately greater If we
hud the statistics of the Georgia roads cot ¬

ering oth tueir bnes C oigii wo aie-
satislied tliej voulu snov net eai nings per
mile consideiaolj i excess of
The can nigs of a railioad per ton per mile
represent

THE ACTfAI COsT
to the patrons of the serice which tliev
have recened and is the oeh wa in which
the actual amount which the tailwaj com-
pany has received ner ton can be asi cr-
tained It vill seen from the taoles that
the rale of the loaus er ton per
lrile w 11 and that of the lexas roads

0 The Texasstatement inclides poi
tions of tne Texas and Pacilic and the
Soithein Pacific in Ixiinsiana and of the
Missoui l Kaus is and Texas and St Loui
Arkansas ml in Missouii Arkansas

and the Indian 1eiriiorj am 100
miles of Gull Colorado and Santa Fe-

in the Indian Ten Hon
It is not belieed tha the rates in those

states are malelulj lower than in Texas
if thej aie the rate p ton per mile on the
roads actualj in Tes would somewhat
in ol 30 If the rates of the Geor-
gia

¬

roads xeie lower in some of the states
into which the extend than in Georgia
then the Georgia rate would be above llll-
iflngher i sui h other states the Georgia

would be somewhat loivc than 131
Three of the Georgia roads juJsring from
their reports ui Pool Alanual do their
own evpiess busiess ami combine the
freight and express tonnage and earnings
11ns would maLe the rate on freight pioper-
slightlj less thai 131-

It is believed however that the tables
as accurate a lomptrison as can

had between the rates in Texas and Georgia
as the loads do not kfep statistics

states and show that the amount paid in
Texas and Georgia for tho same sen ice

the same
It ma b asked if the actual earnings per

per mile of the Georgia roads and the
Texas roads are so near the same xvln the
Georsria standatd tariff is apparently much
lower than that of Texas To the standard
tarn of the Geoigia tho-
Geo ii roads are geuerallj allowed a given
per cent for some distances as high as f0
per cent and lateU less than 10 per cent
Without such additions the Georgia stand-
ard

¬

rates lor a hundred miles ana lesson
some classes are about

run SiJlE THOsE 1 TEX is
For instance on lirst class fifty miles

tlo rate in Georgia is 0 while in the
mileace tariT of the Gulf Colorado and
Santa Fe for twcntfhe sixtyone miles

is CO cents 100 miles it is 54 crnts in
Georgia and 50 in Texas On some of the
lower classes the rates for the same dis-
tances

¬

appear to be eousideiablj less in
Georgia

The carload raes in the two states can-
not be compared for in Geoigia it is based
on so much per carload a piinciple
for it is an inrenne to the cainer not toin
crease the capacitj of cars and a conse-
quent

¬

obstiuction progress and m
Texas it is based en so much per hundred
pounds Without having a statement of
the number of pounds of each class carried
and the revenue derived from each class it-
is impossible to tell wha effect tho same
tariff would have on the gross of
two roads situated in different states for
if in one state a earned more freight
of a higher class than a toad in another

the gross revenue would be propor-
tionately irreater A low rate on an article
of w hich tho tonnage earned is small will
not matenalij affect the gross revenue
w idle the samo rate on an article of which
there is a much greater tonnage would ery
materially affect the cross
without averaging the rates of the
Geoigia roads with the classification it is
impossible to tell wha raes are actually
charced in Georgia for according to the
classification an article will frequently

a Jngher rate than any in tho-
tarifT in some instances high as four
tlic cfte firstclass rate distinction is
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also made between owner s and carriers
lisle which our statute S J7S
forbids

In Texas above ion miles the rites in-

crease
¬

much more rapidlj in propoition to
distance than the Georgia commission stan-
dard

¬

until the common point rate of > s-

cents on iirst class and proiiortionate rates
on other classes is leathed in Texas at 1

miles after w hich the commerce is earned
to all Texas common points and some in-

stances as far as 500 miles at the same rate
while in Georgia the rates continue to rise
with the distance but in a much smaller
ratio

IN FFOPOFTIOX TO DISTANCE

than at first For instance the Georgia
rate on firstclass rises from 12 cents at tlve
miles to 30 cents at iftj miles an increase
of IS cents to 45 tents at 100 miles an m-
c rease of onlj 15 cents iu fifty miles to 70
cents at 20u miles being a charge of25
cents for the second huudied miles while
HO cents is charged for the Urst fifty and 45
cents for the first hundred miles bO cents
for the third hundred miles being a charge
of only 10 cents lor that hundred miles
while 45 cents is charged for the first and

70 touts for tho second Ss ecus for the
fourth hundred miles being a charge of S-

cents for that hundred milos as acainst 45
cents for the first 100 miles Si cents for the
second and 10 cents for the third 100 miles
For 450 and 4W miles the i ate is the same

There are onlj three roads whose distan-
ces

¬

subject to the Georgia commission
taiff t xceed 177 miles and onlv one of-
tuose three exceeds it matenalij Xeces-
siriij the meat bulk of the Gcoisia tonnage
is carried for short distances at high rates
prescribed for short distances wlnlealanre-
patt of tho Texas tonnage is carried long
distances at a greath less rate per mile than
for the short distances

Asa demoustiation of this in ISsp the
Georgia roadson 4jij pulescarncd 7510 7sj
tons as against i TOti y7C tons earned on the
Texas roads on Ulu miles while the Geor-
gi

¬

i roads carrif d one mile ijs JKlK as
against Jo7s5sc0 tons earned be the
Texas roads one miie winch shows that the
ax erage distance of the haul Texas

armed dUiding earnings
of the 5110 1-

0Aeiage rati ptrtoa per at
tarried roads il

earnings lopaj openitiuj expenses
Xotc In lUurcsaieghcn for ilscal jear ending ISM some

end 31
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proximatelv speakirg was two and a quar-
ter

¬

times as gi eat as in Georgia
It will be ieadil seen that a railioad 100

miles long will ueme more revenue from
hauling four tons of Height to the end of
its lino at 50 cents per miudied poundsthaa
another road J00 miles long would derive
fiom haulimr two tons ot fietght to the end
of its line at 70 icnts per hundred

1 bus the fatt that the Texas roads are
much longer and haul a large part of their
fieiglit tiaffic long distances at gieatly less
rates per mile than for the shelter dis-
tances

¬

equalwes the lesser rates that maj-
be charged in G JOigia-

lOI TliF SHORT HIsTANC s-

It would not be just to apply the Georgia
tariff in Texas v tlhout ghing us the bene-
fit

¬

of the Georgia distances You can do
this bj dividing the Texas roads into sec-
tions

¬

making each section the aicrign-
leugth of the Geoigia roads subject to that
commission and pppijing the tariff to
these sections For instance assume that
theaxerage length of the Georgia toads
subjei t to the commission tariff is 00
miles You can divide our roada into sec-
tions

¬

of ilfl miles and make tho distance
tarift applj from the terminus of the road
to the lirst 200 miles and then commence at
that point with the same tariff and crrv it-

to the end of the next JOOmile section and
so on

Again Georgia is much neaier the points
fiom which she imports and to which she
exports and hence her interstate and for-
eign

¬

traffic can stand higher lates than can
tne interstate or foreign trafre of Texas
and it is belieied that the Georgia loads
dome a much better piopomonatn levenue
from interstate business than do tho Texas
roads For instance the rates from Alem-
plns Teun to manj points in Georgia aio
41 4J firstclass and to some points as high
as 1 2 while from St Lotus to Texas
common points a much greater distance
the rate is LIB The greater the distance
to points to w hich you export and from
which jou import the creator difference
nocessaiilv exists between the proportion
of the through rates and local rates

These conditions should not be levctsed
unless it is the policj of the state to shut
herself out from the commerce of the rest
of the United States

Now for a brief comparison between the
cost of transportation in Texas as compared
with Georgia and other Southern states

We find by comparison of the Gulf Col-
orado

¬

and Santa Fe railwaj company of
Texas with the Central Railroad and Bank-
ing

¬

cnmpanj of Georgia for tho fiscal jear-
endiug in lfs the Gulf Coloiado and
Santa Fe railwaj companj paid on an aver-
age

¬

to its emplojes 4 cent per daj per
man more than was paid by the Central
ltailroad and Hanking companj of Georgia

Take the lowest in rank of laborers the
section hands In Georgia they are paid a
maximum of il per daj while the Gulf
Colorado and Santa Fe pajs J 125 regularly
and SI 50 to w hat is known as the extra
gangs To section foremen the Georgia
railroads paj SI5 per month while the
Texas loads pajSia per month Had the
Gulf Colorado and Santa Fe emplojed its
regular section force in lbJO at the Georgia
figures it

WOULD HAVE SAVED 11404S-
In South Carolina and some of the other

states the highest rate paid to section men
men is CO cents

It may be charged against the railways of
Texas that thej paj too much for the ser-
vice

¬

of their employes but this charge is
answered by the statement of Mr Alarshall-
of the Colorado salt works to the effect
that the cost of living is bicker in Teras
and hence the rate of wages paid for labor
in Texas not onlj in railwajservice but in
other branches is necessanly higher and
as explained bj Air Alarshall after the
Texas wage earner pajs his actual living
expenses he does not receive more for his
services than the wage earner in other
states

The difference in the rate of wages paid
in Texas can be shown bj the comparison
with other states but it is more striking
with respect to Georgia

Comparing the Gulf Colorado and Santa
Fe with the following road based on state-
ments

¬

furbished us in tha fall of lsS the

Gulf Colorado and Santa Fe pad its em-
poiesoaat uveiage of 25 eMis per da-

moi e than the roads preferted to w Inch ar
tilt Centra laihojd aad baukiug compun-
of Georgia the several lines composing the
Queen and Crescent route and the Savan-
nah

¬

Florida and Western
We find the same difference by compari-

son
¬

of the Gulf Colorado and Santa Fe
with reports fiom the South Carolina ratl-
wav companj the East Tennessee Vir-
ginia

¬

and Georgia railwaj and the Queen
and Crescent route received w ithin the
last thirty daj s-

An examination willjalso reveal the fact
that other expenses of operation in Texas
are considerably in excess of those in other
states The report of the East Tennessee
Virginia and Georgia railwaj of recent
date shows that coal costs them 147 per
ton while it costs the Gulf Colorado and
Santa Fe railwaj bf or 110 per cent
more It is well known that coal is one of
the largest items of cost

IN THE OPEIIC710X OF A EAIIKOVD
Had we had the figures of the Kast Ten ¬

nessee Virginia and Georcia coal would
cost the Gulf Colorado and Santa Fe T2-
450s Gs per annum less than it now does

Hecent statements show that toal costs
the Illinois Ceutral railwaj 100 ami the
Iron Alouutaiu 4141 per ton

The same tompaiison will show that the
East Tennessee Virginia and Georgia rail ¬

waj pajsSl cents for ties while xte hae
been paj ing 35cents for Alontgomcrj branch
ties of verj mfeiior qualitj aud are now
paj ing 47 cents m order to get Louisiana
ties of the best quality

Generally speaking all railwav supplies
are higher in Texas than in other states
because Texas is further from the source
of suppy and the cost of getting tho sup ¬

plies to the points of consumption is propor ¬

tionate greater
We hae shown that had it had the Geor-

gia
¬

rate for coal and section foice the Gulf
Colorado and Santa Fe railwaj would snea-
nnuallj on these two items alone Sillb
550 is-

We think at a moderate estimate the cost
of operatiug a lailroad in Texas is 25 per
tent higher than in Geonria It is certainly
srreater n Texas than in Missouri anilAr-
kinsas for a statement filed with the com-
mission

¬

showsthat the Gulf Colorado and
Santa Fe is per ton more lor coal
than the Iron Mountain t14s moie than
the Atchison Topeka and hauta Fe II cents
more for tie3 and that the a erage rate of
wages of emploes is cents per
daj higher on the Gulf Colorado and
Santa Fe than on the Iron Aloun-
tain It is belimed that the he-
mes

¬

of tho CttU Colorado and Santa Fe on
cost ol operation aie a fair aerare of tho
Texas roads

Aside fiom the cost of labor and mate-
rial

¬

it is the fact that most of the Texas
roads penetrate a ountij wlicit frequent
renewals of ties and shaping up ol track
aie necessary and renders operating ex-

penses
¬

higher in proportion to those iu other
states Anothei cause ol large operating
expenses in Iexis is the proneiiess of our
people to institute suits against railioads-
on slight pioxocation and the incbualion of
some ol ourcours atit jm ies-

TO 1 M OrillOI TIlhsiME-
We have no figures foreoi ia but in IsH
the Gulf Colorado and Santa i e with 153

miles in Texas had twue as many suits in-

stituted
¬

against it as against the Atchison
Topeka and Santa Fe in Kansas with 2500
miles of track and three and onehalf tiinej-
as mans s against the St Louis and San
1 rancisco in Alissoun Arkansas and In-

dian
¬

Teiritorj with 1000 miles of Hack
Other Texas loads do not appear to have
fared much better for tho Texas and
Pai ific Willi about 1000 miles in the state
had nearlj twice as many suits against it-

as the Gulf Colorado and Santa Fe
The fact thit the lates aie now practi-

cally
¬

tne same and the cost of operation
gioatls less in George than in Texas ac-
counts

¬

lor the fact that a majoritx ot the
Georgia railioads are not onlj pij ing in-

terest
¬

on then bonds but earning uiudends-
on stock while a majoritj of the 1 exas
roads aie unable to paj mteiest on the
bonds and onlj one road in the state earns
enough to paj di ldends on the stock

Itinaj tie a surpiisiug statement but it
appeals to be a fact that the people of
Texas todaj are getting cheiper railroad
tr inspoi Hon tlau the inhabitants oCJCnp
land An article of 1 Stephens Jeans on
American railwajs and British farmei
reproduced from Nineteenth Centuij iu-

tho November number of the Eclectic is
authority for tho statement that railwaj-
chaigcs in England arc CO per cent higher
than the average in tho United States

The average earnings per ton per mile in
the United States for lfcsg were 1 cent The
average of the Texas roads for the sam-
ojear was 131 Tho fact that the Texas late
exceeds the averago of tho United States
rate 81 at a glance might seem to indicate
that the charges iu Texas weie excessne
but we must lememher that the low aver-
age

¬

in the United States is made bj the
lines between the East and West which
transport an immense tonnage and it is a-

wellknown fact that the larger tho xolumo-
of business the lesser the late at winch it

CAN Hi PliOriTtHIT 1IIM1LED
Take for instanco the lines of the Pcnn-

sjlvania railroad east of Pittsburg and
Erie Their rate per ton per mile for ls H

was 001 but theirtonnage for one mile was
7011521100 while the Gulf Colorado and
Santa Fe had a ton rate per mile of 15Js-
aud had a tonnage for cno mile of onlv
22 1477 7b being less than onethirtieth of
the tjimago of tho Pennsylvania lines
Those lines of the Penrslvania railroad
ix itli 2500 miles of road had moie than
twice as much freight tonnage as all of the
roads of Texas combined with 0U5 miles
In the jear lSbO those lines with a little
more than a fourth of the mileage of Texas
earned nearly twice as much as the Texas
roads and their net eainings were consid-
erable

¬

more than twice the net earnings of
all Texas roads

To illustrate what effect tho amount of
tonnage necessarily has ou the rate of earn-
ings

¬

per ton per mile take the united
railroads of New Jersey division a-

part of the Pennsjlvania lines cast of Pitts ¬

burg their rate per ton per mile was 1157
their tonnage for one mile being 851000000-
or nearly four times that of the Gulf Colo-
rado

¬

and Santa Fe This comparison of-

tho figures of the United States railroads
of New Jersey a part of the PennsUvanta-
sj stem cast of Pittsburg under the same
management xvith the remainder of the sys-
tem

¬

shows what an immense tonnage it is-

necessarj to hae btfore a raUwajcompanj
can reduce its charges to the low rates pre-
vailing

¬

on the trunk lines
Another xery important item in consider-

ing
¬

the ability of a lailroad companj to
carry freight at lower rates is the amount
of its passenger earnings If it has a largo
passenger business deriving a largo profit
therefiom such profit will of course go to-

wards
¬

payment of fixed charges and to
that extent reduce the amount necessarj to-

be raided from freight traffic The enor-
mous

¬

passerger business done bv the lines
between tho Atlantic coast aud Chicago and
St Louis is one of the chief factors in pro-
ducing

¬

their low freight rates Tor iu-

sttince iu ISA the Peunsjlvania railroad
dhision of the Pennsylvania company with
a mileage of 1440 miles carried 2O0O6 203
passengers on which its gross earnings
were s 220 13 > i The uuitcd rail-
roads

¬

of JSTew Jersey division of the same
companj operating 447 miles carried 21-

05lb7 passengers from which it derived
7G54 20U9S The Gulf Colorado and Santa

Fe railway during the same jear
with a mileage of 104S miles car-
ried

¬

022495 passengers from which
it derived gross earnings of a57
94204 Tho united railroads of New
Jersey division ojierating considerably less
than onehalf of the mileage of tho Gulf
Colorado and Santa Fe derived from its
passenger business almost twice the entire
cross cirnincs of the Gulf Colorado and
Santa Fe and more than eight times the
passenger earnings of the Gulf Colorado
and Santa Fe and its net earnings from the
passenger business being J21C215614 weie
more than twice the entire net earnings of
the Gulf Colorado Santa Fe railway

FROM ALL sOCECE-
sIn view of the facts does not the Gulf

Colorado and Santa Fe rate per ton per
mile for 1S90 flCO as compared with 1175-
of the united railroads of New Jerseycon-
stitute

¬

poteut evidence conditions consid-
ered

¬

that the present railroad rates in
Texas are not high enough to fairly re-
munerate

¬

the roads for their actual invest-
ment

¬

We think we have thus shown without
reference to the actual earnings of the rail-
ways

¬

of Texiis that the rate charged in

ftrf

Texas in llie aggregate as compared xvith-
tho e ot other niunir e t omul ions con-
sidered

¬

ate not excesive or unreasonable
The actual net earnings of the lexas rail ¬

waj s compared with the amount of their
stocks and liondrd debt or byani lair cri-
terion

¬

that maj be adopted for asceitaining
the actual lnxestment will demonstrate
that tholexas railwajs have not for sev-
eral

¬

years received anj thing like a fair re-

turn
¬

on the actual investment Tho fact
that for several yells pvst tho Alissouri
Kansas and Texas the Houston and Texas
Central the St Louis Arkansas and Texas
have been in the hands of rcceuers ap-
pointed

¬

by the Federal courts and the In-

ternational
¬

and Gieat Northern the San
Antonio and Aransas Pass and the Hous-
ton

¬

East aud est Texas in the hands of-
recehers appointed by the state courts
all of which reteivers are operating their
re = pectne roads as oacers of the respect-
ive

¬

courts and subject to repeated examina-
tions

¬

into their accounts bj the masters of
such courts whose accomts are at mlei-
vals approved under the sanction of the
oaths of the Judges of such courts and who
have been unable to paj the interest on
their bonds would seem of itself sunk ient
evidence that tho railways of Texas have
not been earning

t SUFFICIENT AMOfXT ON THEIR diPITiL
The Gulf Colorado and Santa Fo railwav

company is bonded for 200u0 per mile and
its stock is SJ ilO per mile making a capital
account of S 4 10 per miic Its interest ac-
count

¬

7 per cent on first mortgage auu ii-

uei cent on second moitgage bonds amounts
to Sl fi3500 per jer-

A fair dividend on its stock would be at
least il per cent hence to pay a fair icturn-
ou its capital after payment of the other
fixed charges its net earnings should be-

S1070IC0 per year If Tevas wishes her
roadi to reach the standard of excellence of
other states some surplus should be al-

lowed
¬

for impiovemeiit of the property Its
net earnings above operating expenses for
the year ending December 1 ls s weie-
JH kl b07 12 After payment of all items of
fixed charres except interest on its bonds
it had a little less than >5000 left towards
paj incut of interest on its bonds For the
twehe months ending Decciiilx r 31 Issi
its net earnings aboxe opciatini expenses
w ere iS14109 02 Alter pa m it of the fixed
charges of tho road exc lus ne of interest on
the bonds it had leftavailable for paj menl-
of interest on the bonds o2 o25 lTjuFor-
thetwehc months ending leciiuer
liJO its net earnings were sl K 94 lt
After payment of fixed charges other than
band mteiest it had left axalab n toward
the pawnent of bond interest s27S75 II

Thus in the three jears the amount avail-
able

¬

lor pawueut of interest on bonds Ins
been si5s io > Uot eiuuah to pa the in-
teres for two ears and unit siili102s in
excess of the pajmeut of lidoiest for one
jear Illume the past three years it fell
short Jj271117 72 of eat mng enough to pav-

mteiest
I he monthly repoits filed with the com-

mission
¬

will show that there has Ikn no
material improxement for the first six
months of IVH out lb90-

To pay a fair return on the investment
durin llie three yeais refenedto it should
have cined s5 010 IsO while it earn d only
rlSVs 5002S During the tiueo eais re-
ferred

¬

to the i oinpuiy has practically ex-
II endcdll of ilsiiet earnings in improe-
ments of the load huirs expended oxer-
il2000u0 for that purpose

IN THE I tsT TWIIXF MONTHs
the puolisbed statements m Poors-

Alanual of the Gaheston Harrisburgand
San Antonio railway compam for Issj
show that it fell short 74 2t5 of the earn-
ing

¬

interest on the bonds The New vork
Texas and Mexican railway SOUtU while
the Gulf Western and Texas and Puific-
xvas 12 077 short of earning its actual op-
erating

¬

ex lenses
We understand statements which will be

furnished the commisum by tie
last three named companies will
show an equal or greater dei it lor-

1S90
The Fort Worth and Denver City railway

company Iris been aolc to cam interest on
its bonds but no dividends The Texas and
Pacific railway compun has been able to
pay interest on onehalf of its bonded debt
The Texas and New Orleans is the only
load in the state which has earned any sur-
plus

¬

which coud be applied toward pay-
ment

¬

of dividends
Were it not for tho fart that the Atchison

company has adxanced inom to pay liitea
est on tho bonds of the Gulf Colorado and
Santa Fe railw ay and the Southern Pacific
has made similar admnces lor its lines m
Texas some time dunm the past throe
years every lailroad of Texas of anv ini-
poitance would have been iu the hands of-

recehers except the Texas and New Oi-

lcans
¬

the Fori Worth ana Denver City and
the Texas and Pacific and the latter com ¬

panj would onlj have escaped because of-
an arrangement by which it has onlj to pav-
intorest on onehalf of its bonded de t in-

terest
¬

on the other half trot being pay able
unless the earnings are sufficient to make
payment

The average net earnings of all the rail-
roads

¬

in the United States for the fiscal
j c r ending June 20 lSbi see report of I-

C C were 20s ner mile while for Texas
as heretofore chown 77 per mile

In x education of these statements xve
hand to the commision Tor jour inspection
commencing with Ianuai ISss a monthly
statement showing in detail tho earnings
and expenditures of the company Cover-
ing

¬

a similar period we also hand to the
commission for its inspection statements of-
tho income and consti ction expenses and
fuel and matenal account and for a esser
period monthly statements showing
tho passenger and freight pro-
portion

¬

of each operating expene account
the averago cost of nioval of freight
per ton and passengers per milo These
statements aie not written up for the oc-

casion
¬

but aie copies of the monthly sfito-
ments furnished bv the auditor to tho off-
icers

¬

of the company and which copies aie
retained in the auditor s ofiue for his rec-
ords

¬

and infoimation over his own signa-
ture

¬

In order that tho commission may see
what effect a reduction ot rates on any pai-
ticular article willhaxo on theeariiino we
also hard m for the inspection of the com-

mission
¬

a monthly l eport oorering a period
of eleven months ending Alav 111 lsJl show-
ing

¬

the amount of pounds and the amount
of earnings on each at tide transported
These statements wore not tabulated prior
tolulj lsgO and tho auditor s books for
June are not jet completed

To facilitate the commission in obtaining
information we hand jou a statement for
the twelve months ending June tlO Junebe-
ing

¬

estimated showing the total numbnrof
pounds transported and theearmngs thereon
of thiiteen of the most importaut articles of
transportation We also hand jou a table
ghing the total pounds of all other articles
transported and the revenuo on the samo
for eleven months

We cheerfullj invite the exercise of the
power coufened upon the commission to
appoint experts to examinethe books of the
company in verification of the statements
made In verification of the statements
made in comparing aggregate rates and ex-
penditures

¬

of Texas roads xritli those of
other companies xve file with tho commis-
sion

¬

the original sources from xvlnch the
information was obtained A great deal of
the infonnation could not be obtained from
Poors Manual but xvas obtained by us by
special application to the companies from
which it came

prixcipijES or kate m kixg
The Mileage Vail Has Universally lieen

round Impracticable In Freight Itates-
We now approach the problem of the gen-

eral
¬

principles governing rate making
While like others who have appeared before
this commission xve are afflicted xvith na-
tive

¬

modesty and do uot seek to projiose to
the commission any principle for its action
still it is deemed nothing short of duty to-
at least attempt to present to the commis-
sion

¬

those general principles of rate making
x hich have recehed the sanction and prac-
tice

¬

of actual railway management xvhether-
by government or private corporation in-
most of the countries of the world and has
been indorsed in theory by political econo-
mists

¬

who are presumed to review the
scij transactions of life for tho purpose

f iscc taming correct principles of action
You h vo had Before you tho traffic men

of the railroads of Texas anil propounded
to them questions in regaid to the princi-
ples

¬

of rate making and particularly with
reference to the practicability and Justness
of a distance or mileaze basU Thev have

answered with singular unity hat thex
considered sjili basis as applied to tho
state ffloas aligeeither as njust or
impracticable fnoso gentlemen liaxe been
apparently unable to idxr0 the commissir
ol the governing ptmeiples upon wh h
their opinions are based Whj They are
practical men know tho facts aud know the
results have followed the wisdom of their
predecessors aid while they can tell you
under the solemnity of an oath that the dis-
tant

¬

or mileage basis in general is not
practicable or just to tho people they aro
unable to explain to you clearlj the princi-
ples

¬

upon which result is reached Busi-
ness

¬

men in general have somo practical
knowledge of our laws thev do business
under them thej know that in tho main
they are just but xvhen asked to state the
priucipes upon which these rules of law
are founded few if anj could gioC-

N ACllKVTL HEslONsF
Our freight traffic managers appear be-

fore
¬

jou in the same light Thev an prai-
tical easiness men and reach pi aciicil re-

sults
¬

from their knowledge of facts and
their conscience without pausing to reflect
tinon or foinmlate the principles which con
tiol To usieitain such principle jou
must go to the ohtical economist as the
business tn3i goes to his lawyer or to-

Blackstoneto ascertain the piinciple upon
xvlnch a known just rule of law is loumled

Air Aexander in a treatise published in-
lss7 Using as a basis the moie complete
work of Professor Hadlcy of Vle college
under iking to generalito states the rule
upon which railw a tariffs should be con-
structed

¬

thus Brielh tho principles
upon xvhicii riilwaj tariffs must 1h formed
max be snuimfied as follows I hej must
not exceed a icson lble pout to u earner
as a maximum and maj be reduced to what
the tiaihe will bear as a miuiiuitm if it coes
not inoie the cainer in actual aud jiermi-
nent loss Between these limits thej should
be adjusted m proportion to xaluc of service
rendered

As explained by the philosophic Bishop
in Iis work on criminal law tne world is
lull of pniciples there is no vacuum
Sometimes these principles are conflicting
1 h question whcu should control a gixeu
state of tacts otti ii furnishes food for se-
nous thought and nun h peiplexit

You will obscrxe that Air Alexander en-
tirelj eliminates the supposd principle of
cost of service xxUh the qualification cuij
that the carrier should not poimamuth no
business at figures known to be below the
cost of sctmc e-

Casualljxiewed it seems that it is un-
just

¬

to i barge a man at a near point the
same as a citien more distant In otln r-

x orus that he is entitled to some adxati-
ture bj iiasonof proximity The man n
the foicst by reason ot prnumm maj be
entitled to extrut all tho houoj-
frati the bee ttee without wait
it g for his neighbor to arrive to
share in the spoils A man living on the
shore ol a lixer ami bunding his own boat
if of equal pluck am strength xvill doubt-
less

¬

roach the port of desliiatioii sooner
than his mine instant neigiibvir He is en-
titled

¬

to the-
AIJXANTACL OF HIS N CTLfVI L HON

But a railroad is not a thing of nature
and hence man cannot htie a natural lm

iniii ou a railro id In this toumrc it is a-

i ombii atioi of private capital and a fran-
chise

¬

ranted bj ibe state not for the bene-
fit

¬

of any localilx but lor the state in gen-
eral

¬

and heme can be administered bj tno-
I uiioad coiupnv or the slate lor llie beneit-
of the people a laige regardless of tie
peculiar interest of any locality xvhether it
lie near or far from the terminus of the mi-
le

¬

id No man can claim any natural ad-

xantagc 1mm tne lailtoad on aeeouut of
distance bcause no iiatu d lights can
exist in an ai tilitiil creation Consequently
unless it c m be shown that it is to the in-

terest
¬

of llie stue at large that a man
nearer the maiket should leceixe cheaper
tianspoitiion than his moie distant neigh-
bor

¬

the question of distance should not oe
considered except as it a fie i ts the cost of-

sen n e below which the rate inak r should
not petmanoiitiy ro-

Alexannc s statement of tne principles
of lateniakttg is subject to the etiticism
that value of service and vhat the trallic-
xwll btai ijuuperly understood aio two
names lor the sanaj thing

The pniuiples upon xvlnch nil way tanfts
are and shoud be construi ted an be more
accurately stated thus Value of serxite
not excelling a reasonable ptofit for the
carrier and not permanently less than the
cost of sen ice pioxided when the demand
at the point of consumption can be supplied
from either ot two or more places ou the
same route then rates should be less fiom
the place fiom which the cost of service is-

ItSs
While there may be apparent exceptions

or minor piinciples operating m tin same
held yet xve believe that every question of
tariff making unembarrassed bj abnormal
conditions can be coireetlj solved by these
principles

What is the xxilue of serxice A man has
propeitj at San Angelo which can be soul
on the Galveston market Oidmarilj the
xalueof the transportation sen ice to linn
is such a pree as will enable him to paj the
transportation charge and still sell his
pioperty on tho Galveston maiket-

IT A RLAsONABII FIOHT
The same rule determines the xalue of

the service lo tho man x ho has property at
Temple intended for sile at Galxesion If-
tho property is v orth the same at San An-
gelo

¬

as at Temple that is if the cost of pro-
ducing

¬

it at the two places is the same the
value of the transportation seiures frnu
the to places to Gaheston xvill be the
same If the man fiom Temple pas no
more for the serine than it is worth can
he justly eompiain that the service is north
no more to the man at San Aneelo and
hence he cannot afford to paj more

It is true that the railway companj is
making a greater profit out of tho Temple

1 his result under similar conditionsman
lollows iu all business transactions As ex
plained by one of the salt manufacture s
before tho commission the manufacturer
sells the bulk of his product at markets
that are accessible xvith normal profits
while he disposes of his suiplus in some
less accessible market or at some market
x here competition is greater at a slight
profit or max be at cosu This is doing to
injury but conferring a benefit on the cus-
tomer

¬

in the accessible market who pns a
higher price for if the manufacturer i onld
not dispose of his surplus he would either
have to el the bulk of his product at an in-

creased
¬

profit to compensate for the loss or-

lcduie the capacity ol his works xvhich-
xould cause the same result for as ex-

plained
¬

bj Air Alarshall of tho Coorado-
s ilt works the smaller the plant operated
the larerer the cost of production On tho
same principle the ri lwaj company ju giv-
ing

¬

its sui plus lueilitios to the >an hVc °
man at a less rate per mile than the V mite
man instead of doing the Temple roan an in-

justice
¬

conteis on him a benefit for if it
loses the business of the San Angelo man on
account of haxmg to charge more than the
xalue ol the service it will haxe to make-
up the loss out of the Temple mn and is
other customers xluch may icsu t-

in the Temple man making less than a rea-
sonable

¬

profit Of course if tho xaue of
service to the San Angelo man is less than
the cost of the service leaxmg no surplus
over the actual cost of handling the strn-
nieut and tho actual xvear and tear on the
track an injury is dono to the Temple
man and other intermediate shippeis for
then they might be called on to make up for
the loss As long however

C ts THE IIGHFST PKOriT
above tho cost of handling and xvear and
tear on the facilities is derived from the
San Angelo shipper it is to the interest of
the railway company and all intermediate
shippers that ihe railway comp my should
do the business irom San Angelo although
it maj have to charge the same or a less
rate than from intermediate points for tho
highest profit realized from the San Angelo
shipper goes into the general fund ami to
that extent relieves the other patrons of the
road who otherwise xvhould have to paj the
same

These conclusions are necessarilj cor-
rect

¬

unless it be the polity of the govern-
ment

¬

to create monopolies of communities
bj using the artificial creations of govern-
ment

¬

to build up one section of the state
and retard the crowtli of others The ques-
tion

¬

heretofore xvas xvhether it is to the
interest of the railway company to build up
one section of the country on its line and
retard the growth of the balance xve now
have to consider the question as to xxhether
such is the policy of the government for
the goverment has noxv assumed the place
of the traffic manager

If auch be the policy ai the state can ii
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